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Report of the Select Committee 

The Select Committee to which the *Bill to amend the Industries 
(Development and Regulation) Act, 1051, was referred, have considered 
the Bjll and the evidence tendered by certain representatives of industries 
and now submit this their Report, with the Bill as amended by the 
Committee annexed thereto, 

J. Upon the changes proposed in the Bill which are not formal or 
consequential the Select Committee note as follows: — 

Clause 4t (new). — The omission of clause (b) of sub-section (4) of section 
6 is now necessary because the main purpose of the amendments proposed 
In the Bill is essentially to facilitate quick action by Government when- 
ever necessary. The omission of section 17 and the insertion of section 
I RA under which the management of an industrial undertaking may be 
taken over whether or not auy directions have been issued to the under- 
taking under section 16 are ail intended to serve the same end. 

Clause 7. — The insertion of the words 'not being the Central Govern- 
ment’ is intended to make it olear that the provisions of this section shall 
not apply to an undertaking owned by the Central Government, The 
words ‘by the inclusion of such new articles’ are being omitted because 
the manner in which a licence or permission may be amended may be- 
prescribed by rules. 

♦The Bill was published in Part II, Section 2 of the Qaxette of India- 
Extraordinary, dated the 10th April, 1953. 
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Clauee 8 . — Thja clause has been redrafted because the existing clause 
does not make it clear thac the provisions of section 12 shall apply to 
licences which are amended under section 11A. 


Clause 9. — The amendments made are clariflcatory only. 

Clause 13. — (a) [Proposed section 18A]. — The Committee feel that in 
certain oases it may be necessary that an order under which the manage* 
ment of an undertaking is taken over should continue after the expiry of 
the period of live years. A proviso has accordingly been added to sub- 
section (2) of section 18A which empowers the Government to extend such 
period beyond 5 years but every order of extension is to be laid before 
both Houses of Parliament. 

(b) [Sub-section (4) of proposed section 18B]. — The amendment makes 
it clear that any directions issued by the Central Government Bhall over- 
ride the memorandum and articles of association of the industrial under- 
taking. 

(c) [Sub-section (2)(d) and sub-section (8) of the proposed section 18G]. — 
The amendments made are intended to ensure that a reasonable price 
will be fixed for articles in respeot of which an order is made under clause 
j[d) of sub-section (2) of section 18G., 

Clause 15 The changes made are partly olariflcatory and partly 

ooneequential. 

Clause 18 (new).— 'The amendment made is consequential only. 

Clause 19. — In Item 10 of the Eirst Schedule textiles made wholly or 
partly from staple fibre have been added. Similarly after Item 89 relating 
to soap, a new item, namely, ‘other toilet requisites’ has been added. The 
rest of the amendments are clarificatory only. 

2- The Select Committee recommend that the Bill be passed as now 
amended., 

N. V. GADGIL, 

Chairman of the Select Committee • 

New Delri ; 

The 29 th April, 1958. 

MINUTES OF DISSENT 

1 


While I am not opposed, to the principle of the Bill, I however " 
strongly feel that longer opportunity should have been given to the 
industrial organisations concerned to represent genuine difficulties 
and consequent adverse repercussions which some of the drastic 
amendments proposed may have on the industrial development of the 
country. 

2. In my opinion the provisions regarding the definitions of the 
expression ‘new article’ uide clause 2 — sub-clause (ii) and also the 
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provisions under clause 8 which seeks to amend the existing section 
13 regarding ‘any substantial expansion of an industrial undertaking’ 
require further clarification so that normal working of the industries 
may not be interfered with. 

3. I would specially like to draw attention to the Introduction of 
a new chapter III-A, which comprises sections 18A to 18F and 
includes provisions concerning ‘Direct management or control of 
industrial undertakings by Central Government in certain cases’. 
These Sections give extraordinary powers to the Government. 
Section 18A includes a provision under which Government can take 
over the management of an industrial undertaking in respect of which 
an investigation has been made, without first issuing directions to it 
and waiting to see whether or not they are obeyed. I feel these 
provisions are unnecessarily drastic. I suggest therefore that some 
reasonable safeguards should be inserted in this chapter to ensure 
that at least the industrial unit concerned gets some opportunity to 
explain the charges that may have been found out in the course of 
investigation. Moreover the innocent shareholders should not be 
deprived of some representation in the new Board of Management 
which may be set up to take ud the management. 

4. The new sections relating to penalties are more elaborate and 
unduly stringent and require further review so as to avoid un- 
necessary harassment to the innocent. 

New Delhi, G. D. SOMANI. 

The 29 th April, 1953 . 


n 

The Government of the day In our country is committed to the 
working out of a Five Year Plan under which certain sphere and cate- 
gory has been assigned to the State for development which is generally 
known as public and the rest of the Industrial sphere is left for 
private enterprise to exploit and work out. However the Government 
realises that in the present context the laiss’ez-falre economics has 
no place and more specially when our economy is wedded to a plan. 
The Five Year Plan therefore intends to control the industries in 
private sector by regulation. As a result whereof the Industries 
(Development and Regulation) Act 1951 was enacted the principal 
object whereof is to enable the Government to implement its policy 
for the development and regulation of the industries in private sector 
with the object of fitting them in the overall industrial policy as 
enunciated in the Plan and the Government’s policy resolution of 
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April 1948. The position has been accepted by the private industrial- 
ists, in their numerous pronouncements which some of them also 
maintained when they represented their case before us. 

2. In spite of our strong criticism of the Five Year Plan and wide 
divergence of opinion on many aspects of the Plan we are strongly 
of opinion that in the context of our complex social problem and also 
of the state of our industrial development it is absolutely necessary 
that the industries in the private sector must be controlled and 
regulated in a manner wherein the social and national interest of the 
industry should be paramount to the selfish profit-making motive of 
the industrialist which we regret to say often find its expression in a 
ruthless and naked form. We participated in the deliberation of the 
Select Committee to see that provisions are made to translate into 
action the limited objective of Bill as enunciated by the Government 
whose proverbial weakness for the big business has made common 
man sceptical about their intentions. 

3. It is true that enough provisions are found in the original Act 
which are being sought to be improved upon for control and regula- 
tion of industry in the interest of the nation. Now it is the duty of 
the Government to set an efficient administrative machinery to work 
the law in a manner which inspires the confidence and support of all 
concerned and more specially the common man. The representatives 
of the industry also accepted the necessity and the urgency of such 
legislation in the Statute Book in spite of all the criticism they made 
which on ultimate analysis was found to veer round the administer- 
ing of the Act. It is generally felt that bureaucracy however experi- 
enced they may be cannot possibly rise equal to the task that they 
may be called upon to perform. If the Government intends to work 
this Act properly it must have administrative unit less rigid and more 
receptive to the demands of the common people and the industry in 
the background of the national interest. We would therefore suggest 
that it is absolutely necessary and reasonable to associate well-known 
economists and other experts of unimpeacable character who have 

no interest in such or similar industries with the adminis- 
trative machinery meant for working out the provision of this Act. 
We are also of opinion that interest of labour and the consumers 
should be represented. It must not be left to the hard boiled bureau- 
crats to man the administrative machinery. We feel that if our above 
suggestions are accepted much of the criticism will die down and it 
will also inspire the confidence of the common man and prove the 
bonafldes of the Government beyond doubts, 

4. We further suggest that all notifications made under this Act 
and more specially those relating to the handing back of the taken 
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over industry and the exemption from registration under this Act 
should be laid on the Table of the House. 

5. We are glad to record that there were some improvements to 
the provisions of the Bill in the Select Committee though we would 
Jiave wished further improvement. 

6. Subject to the above suggestion we accept the principles of 
the Bill and the provisions thereunder except on those wherein we 
differed and which we state hereunder. 

7. Section 18A(2). — In the ‘Explanation’ it is mentioned that the 
Government by taking over an industry may hand it over to some 
managing agency firm to manage it on such terms and conditions as 
they think fit. It is true in laying down conditions the Government 
may try to put a check towards further mal-practiees of the managing 
agent. However we are constrained to say that we cannot accept 
the explanation of the Government. The managing agency system 
has been criticised for long and it has usually been accepted that It 
has worked as a bane towards our industrial advance. Even the 
recent Company Law Enquiry Committee which was predominated by 
the representatives of the big business had to express in no unspeak- 
able terms its criticism of the system though it recommended its 
continuation for a limited period with a drastic curtailment of its 
power. We feel that when such systems are not found in highly 
industrialised country our Government should not actively support 
such systems and favour its continuation. We are strongly of 
opinion that there cannot be any occasion when any industry how- 
ever big, important and complicated cannot be run by any body or 
group of person other than the managing agency. It is quite well- 
known and accepted that employees of the different classes and cate- 
gories run an institution by themselves and often with the help of 
•experts and technical men. We therefore suggest that the Govern- 
ment as an authority in charge of any industry should ever appoint 
a managing agent to run it. We, therefore, want the deletion of 
the ‘explanation’ to the sub-section. 

8. Section 18 F . — Here on cancelling an order under section ISA 
•(taking over) it is provided that the industry should be handed to 
those under whose control and possession it was at the time of taking 
over. It means that if a company or an industrial unit is taken over 
from a managing agent who was running it then on the ground of 
mismanagement and negligence it has to be given over to them aa 
provided in this clause read with definition ‘owner’ in section 3 of 
the parent Act (Act LXV of 1951) though such managing agents 
are under the eye of the Law mere trustee on behalf of the share- 
holders who are the actual owners. We have known of instances 
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where the managing agent having control over the relatively small 
proportion of shareholders still maintain their greedy grip of the 
•company much to the detriment of the interest of the shareholders. 
Therefore we suggest that in the case of all firms and the companies 
the Government before cancelling the order of control and possession 
nnd actually handing it over to its past manager should call a meet- 
ing of the shareholders to ascertain their point of view. This is so 

necessary because under the existing provisions of law there is 
very little power to take action against the director or the managing 
agent for whose fault and mismanagement the unit had to be taken 
•over. Therefore we feel that the Government has duty to the 
shareholders who are really the owner of the unit. 

9. In conclusion we hope the Bill would have an easy passage and 
the Government should immediately set up such a machinery efficient 
and inspiring and equal to the task who would be capable of adminis- 
tering the law in its true form and spirit with a view to keep the 
private sector of our industry on the right track and not acting in a 
way inimical to the interest of this society and the nation which we 
regret to say many of them are prone to in their narrow selfish 
Interest. 

New Delhi; K. K. BASU. 

The 29th April, 1953. TRIDIB KUMAR CHAUDHURL 

M. NANADAS. 


m 

I fully agree with the above minute of dissent by Shri K. K. Basu 
and others regarding Sections 18A & 18F. 

New Delhi, DURGA CHARAN BANERJEE. 

The 29th April, 1953. 


IV 

Amendment of section 3, Act LXV of 1951. 

Clause (dd ). — The expression “new article” should not include 
those articles which the industry has to manufacture in the normal 
course of business. For instance in a chemical and pharmaceutical 
concern hundreds of preparations are manufactured. With the 
advancement of science and progress in scientific researches the 
compositions of some preparations have to be revised and new prepa- 
rations have to be invented and put in the market. The change in. 
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the composition of any preparation and/or the manufacture of a new 
preparation falling under the same line of manufacture i.et. 
“pharmaceutical and drugs” should not be considered as a “new 
article” so long as the process for its manufacture has been established! 
in that factory without the help of a foreign patent. For further 
clarification I give an instance. If cement is proposed to be manu- 
factured in a pharmaceutical concern it should certainly be called 
a new article. But the manufacture of a drug in a drugs manufactur- 
ing concern should not be called a “new article”. Similarly mere- 
change in the trade mark name of the existing preparation or the 
manufacture of a new preparation under a new trade name should 
not be construed as a “new article”. The expression "new article” 
should be made clear in the light of the above remarks, otherwise 
it will create a lot of difficulties for the pharmaceutical and drug, 
industry and such other industries and will retard their development, 

I. Amendment of section 10, Act LXV of 1951. 

Sub-section (I ). — The time limit of six months as fixed in . the 
principal Act should be retained because it will ensure efficiency of 
the Government Department concerned. If it is the experience of 
the Government that the period of six months is not enough, steps 
should be taken to improve efficiency. 

3. Insertion of new section 11A in Act LXV of 1951. 

In case of industrial undertakings, which have already been regis- 
tered and licensed permission for the manufacture of a new article 
is unnecessary provided that such an article falls within the category 
or class of articles normally manufactured at the undertaking. 

4. Substitution of new section for section 13 in Act LXV of 1951. 

The reasons for refusing grant of a licence should be communicated 
to the owner of the industrial undertaking in writing. The explana- 
tion for “substantial expansion” is too general and vague. It should 
be made more precise. 

5. CHAPTER HLA, — Direct management or control of Industrial 

Undertakings by Central Government in certain cases. 

Section ISA . — Before taking over management of the whole or 
any part of the undertaking or before making investigations the 
Government should have definite proof as to the fact that the under- 
taking has failed to comply with the directions issued by the Central 
Government or is managed in a manner detrimental to the scheduled 
industry or to public interest. During the period of management or 
control of the whole or part of any undertaking Government should 
assume the full financial liability. The Government should also make 
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provision in respect of those undertakings, which could not be rua 
properly due to the reasons beyond the control of the management or 
the owner of an undertaking. 

6. Substitution of new section for section 23 In Act LXV of 1951, 


The decision of the Government with regard to the expression* 
“substantial expansion” and “new article” should not be final. Provi- 
sion should be made for appealing before a board of arbitration 
against the decision of the Government. 

7. Substitution of new sections for sections 25, 26, 27, 28 and 29 In 
Act LXV of 1951. 


Section 29-C. — This section gives a free hand to a Government 
officer and makes him immune from legal action arising out of his. 
wrongful actions. This may not be fair to the undertaking and there- 
fore the law should apply to Government or any officer appointed 
by it. 

I. B. AMIN. 

New Delhi, 

The 2 9th April, 1953. 


[As amended by the Select Committee] 

( Words underlined or aide-lined indicate the amendments suggested by th& 
Committee ; asterisks indicate omissions ) 

Bill No. 88a of 1953 

A Bill to amend the Industries . ( Development and Regulation) Act, 1951.. 
Be it enacted by Parliament aa follows: — 

X. Short title and commencement.— (2) This Act may be called the 
Indyatriea (Development and Regulation) Amendment Aot, 1958. 

(fl) It shall come into force on 8uch date as the Central Government 
may, by notification in the Official Gazette, appoint. 

2. Amendment ol section 3, Act LXV of 1951.— In seotion 8 of the In- 
dustries (Development and Regulation) Act, 1951 (hereinafter referred to 
as the principal Act), — 

(i) after clause (5), the following clause Bhall be inserted,, 
namely : — 

"(66) ‘existing industrial undertaking' means — - 

(a) in the case of an industrial undertaking pertaining to 
any of the industries specified in the First Schedule as origi- 
nally enacted, an industrial undertaking which was in existence 
on ilie commencement of this Act or for the establishment of 
which effective steps had been taken before such commence- 
ment, and 
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(6) in the case of an industrial undertaking pertaining to 
any of the industries added to the First Schedule by an amend- 
ment thereof, an industrial undertaking which ia in existence 
on the coming into force of such amendment or for the estab- 
lishment of which eSective steps had been taken before tha 
coming into force of such amendment;”; 

(if) after clause (d), the following clause shall be inserted. 
«amely ; — 

“(dd) 'new article’, in relation to an industrial undertaking 
which is registered or in respect of which a licence or permission 
has been issued under this Act, means — 

(a) any article which falls under an item jn the First 
Schedule other than the Item under which articles ordinarily 
manufactured or produced in the industrial undertaking at the 
date of registration or issue of the licence or permission, as 
the case may be, fall; 

(/)) any article which bears a mark as defined in the Trade 
Marks Act, 1940 (V of 1940), or which is the subject of a 
patent, if at the date of registration or issue of the licence 
or permission, as the ease may be, the industrial undertaking 
was nob manufacturing or producing such article bearing thaf 
mark or which is the subject of that patent.”. 

8. Omission of section 4, Act LXV of 1981.— Section 4 of the principal 
Act shall be omitted. 

4. Amendment of section 5, Act LXV of 1951. — In sub-section (4) of 
■section 5 of the principal Act, clause (b) shall be omitted. 

6. Amendment of flection 10, Act LXV of 1951. — -In section 10 of the 
(principal Act, — 

(а) for sub-section (I), the following sub-section shall be substi- 
tuted, namely: — 

"(2) The owner of every existing industrial undertaking, not 
being the Central Government, shall, within such period as the 
Central Government may, by notification in the Official Gazette, 
fix in this behalf with respect to industrial undertakings generally 
or with respect to any class of them, register the undertaking in 
the prescribed manner.”; 

(б) after sub-section (2), the following sub-seotion shall be In- 
serted, namely: — 

“(3) Whore an industrial undertaking is registered under thifl 
section, there shall b? issued to the owner of the undertaking or 
the Central Government, as the case may be, a certificate of re- 
gistration containing such particulars as may bo prescribed.”. 

6. Insertion of new section 10A in Act LXV of 1951. — After section 10 
of the principal Act, the following section shall be inserted, namely: — 

”10A. Revocation of registration in certain cases. — If the Central 
Government is satisfied that the registration of any industrial under- 
taking has been obtained by misrepresentation as to an essential fact 
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or that any industrial undertaking haB ceased to be registrable under 
this Act by reason of any exemption granted under this Act becoming 
applicable thereto or that for any other reason the registration has 
become useless or ineffective and therefore requires to be revoked, 
the Central Government may revoke the registration.”. 

7. Insertion of new section 11A in Act LXV of 1951 — After section 11 

• of the principal Act, the following section shall be inserted, namely: — 

‘‘11A. Licence for producing or manufacturing new articles. — The 
owner of an industrial undertaking not being the Central Government 
which is registered under section 10 or in respect of which a lioenca 
or permission has been issued under section 11 Bhall not produoe or 
manufacture any new article unless— 

(a) in the case of an industrial undertaking registered under 
section 10, lie has obtained a licence for producing or manufactur- 
ing such new article; and 

(f>) in the case of an industrial undertaking in respect of 
which a licence or permission has been issued under section 11, ho 
has had the existing lioence or permission amended in the prescrib- 
ed manner.**** 

8. Amendment of section 12, Act LXV of 1951.— In section 12 of tha , 

principal Act, after sub-section (3), the following sub-section shall bo 
•inserted, namely:— J 

“(3) The provisions of this section shall apply in relation to a 
licence issued under section 11A or where a licence haB been amended 
under that section, to the amendment thereof, as they apply in rela- 
tion to a licence issued under section 11.” 

9. Substitution of new flection for section 13 In Act LXV of 1951. — For' 

section 18 of the principal Act, the following section shall be substituted, 
mamely : — 

" 13 . Further provision for licensing of industrial undertakings in 
special cases. — (I) ****** No owner of an industrial undertaking, other 
thaD the Central Government, shall— 

(a) in the case of an industrial undertaking required to be 
registered under section 10, but which has not been registered with- 
in the time fixed for the purpose under that sootion, carry on the 
business of that Tindertaking after the expiry of such period, or 

(h) in the ease of an industrial undertaking the registration in 
respect of which has been revoked under soction 10A on the ground 
that it had been obtained by misrepresentation as to an essential 
fact, carry on the business of the undertaking after the revocation, 

or 

(c) in the case of an industrial undertaking to which the pro- 
visions of this Act did not originally apply but became applioabl© 
after the commencement of this Act for any reason, carry on th® 
business of the undertaking after the oxpiry of three months 
from the date on which the provisions of this Act became eo 
applicable, or 

(3) effect any substantial expansion of an industrial under* 
taking which has been registered, or 
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(«) change the location of the whole or any part of an ludua- 
trial undertaking which has been registered, 

except under, and in accordance with, a lioenoe issued in that be- 
half by the Central Government, and, in the case of a State Govern* 
ment, except under and in accordance with the previous permission of 
the Central Government. 

(8) The provisions of sub-section (3) of section 11 and of section- 
12 shall apply, so far ns may bo, in relation to tho issue of lioences- 
or permissions to any industrial undertaking referred to in this section- 
as they apply in relation to the issue of licences or permissions to »• 
new industrial undertaking. 

Explanation . — Tor the purposes of this section, ‘substantial ex- 
pansion’ means the expansion of an existing industrial undertaking 
which substantially increases the productive enpaeity of the undertaking, 
or which is of sue h a nature us to amount virtually to a new industrial 
undertaking, but does not include any such expansion as is normal to 
the undertaking having regard to its nature and the ciroumstanoeB re- 
lating to such expansion.". 

10. Amendment of section 14, Act LXV of 1951. — In section 14 of 
the principal Aot, for the words and figures 'section 11 or section 13’ the- 
words, figures and letter ‘section 11, section J1A or section 13’ shall be- 
■ubstituted. 

11. Amendment of section 15, Act LXV of 1951. — In section 16 of tho 
principal Act, for clause (fc), the following olause shall be substituted, name- 

1 

“(b) any industrial undertaking is being managed in a manner 
highly detrimental to the scheduled industry concerned or to pub- 
lic interest;". 

12. Omission of seotion 17, Act LXV of 1961, — Section 17 of the prin- 
cipal Act shall be omitted. 

18. Insertion of Chapters IIIA and IIIB In Act LXV of 1951. — - 
After Chapter III of the principal Act, the following Chapters shall be 
Inserted , namely. — 

"CHAPTER IIIA 

Direct management or control of industrial undertakings by Central 
Government in certain cases 

18A, Power of Central Government to assume management or 
control of an industrial undertaking in oertain cases. — (2) If jthe Cen- 
tral Government is of opinion that — 

(a) an industrial undertaking to which directions have beer* 
issued in pursuance of section 16 has failed tto comply with such 
directions, or 

( b ) an industrial undertaking in respect of which an investiga- 
tion has been made under section 15 (whether or not any directions 
have been issued to the undertaking in pursuance of seotion 16), 
is being managed in a manner highly detrimental to the scheduled 
industry concerned or to publio interest, 

the Central Government may, by notified order, authorise any person or 
body of persons to take over the management of the whole or any part of 
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the undertaking or to exercise in respect of the whole or any part of the 
undertaking such functions of control as may be specified in the order. 

(2} Any notified order issued under sub-section (2) shall have effect 
for such period not exceeding five years as may be specified in the 
•order : 

Provided that tho Central Government, if it is of opinion that it is 
expedient in public interest so to do, may direct that any such notified 
order shall continue to have effect after the expiry of the period of five 
years aforesaid for such further period as may be specified in the direc- 
tion and where any such direction is issued, a copy thereof shall be 
laid, as soon as may be, before both Houses of Parliament. 

Explanation .— 1 The power to authorise a body of persons under thia 
•section to take over the management of an industrial undertaking 
-which is a company includes also a power to appoint any individual 
firm or company to be the managing agent of the industrial under- 
taking on such terms and conditions as the Central Government may 
think fit. 

18B. Effeot of notified order under section 18 A . — (2) On the imu* 
of a notified order under section 18A authorising the taking over of the 
-management of an industrial undertaking, — 

(a) all persons In charge of the management, including persona 
holding office as managers or directors of the Industrial undertak- 
ing immediately before the issue of the notified order, shall be 
deemed to have vacated their offices as such; 

(b) any contract of management between the industrial un- 
dertaking and any managing agent or any director thereof bold- 
ing office as such immediately before the issue of the notified or- 
der shall be deemed to have been terminated ; 

(c) the managing agent, if any, appointed under section 18A 
ehall be deemed to have been duly appointed as the managing agent 
in pursuance of the Indian Companies Act, 1013 (VII of 1918) and 
the memorandum and articles of association of the industrial under- 
taking and the provisions of the said Act and of the memorandum 
■and articles shall, subject to the other provisions contained In this 
Act, apply accordingly, but no such managing agent shall be re- 
moved from office except with the previous consent of the Central 
Government : 

(d) the person or body of persons authorised under seotlon 18A 
to take over the management shall take all such steps as may be 
necessary to take into his or their custody or control all the pro- 
perty, effects and actionable claims to which the industrial 
undertaking is or appears to be entitled, and all the property and 
•eSects of the industrial undertaking shall be deemed to be in the 
custody of the person or, as the case may be, the body of person* 
■as from the date of the notified order; and 

(e) the persons, if any, authorised under section 18A to take 
•over the management of an industrial undertaking which is * 
company shall be for all purposes the directors of the industrial 
undertaking duly constituted under the Indian Companies Act, 
1918 (VII of 1913) and shall alone be entitled to exercise all the 
powers of the directors of the industrial undertaking, whether suck 
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powers are derived from the said Aot or from the memorandum or- 
articles of association of the industrial undertaking or from any 
other source. 

(£) Subjeot to the other provisions contained in this Act and to 
jfche oontrol of the Central Government, the person or body of persons 
authorised to take over the management of an industrial undertaking, 
shall take such steps as may be necessary for the purpose of efficiently 
managing the business of the industrial undertaking and shall exercise* 
fluoh other powers and have such other duties as may be prescribed. 

(3) Where any person or body of persons has been authorised to- 
exercise any functions of control in relation to an industrial undertak- 
ing, the undertaking shall be carried on pursuant to any directions- 
given by the authorised person in accordance with the provisions ol 
the notified order, and any person having any functions of manage- 
ment in relation to the undertaking or part thereof shall comply with 
all such directions. 

(4) The person or body of persons authorised under section 18* 
shall, notwii hstanding anything contained in the memorandum or arti- 
cles of association of the Industrial undertaking, exercise his or their 
functions in accordance with such direction s as may be g iven by the 
Central Government so, however, that he or they shall "not have any 
power to give any other person auv directions under this section 
inconsistent with the provisions of any Aot or instrument determining* 
the functions of the authority carrying on the undertaking except in so 
far as may bo specifically provided by the notified order. 

18C. Contracts in bad faith, etc., may be canoelled or varied . — With- 
out prejudice to the provisions contained in section 18B, the person 
or body of persons authorised under section 18A to take over the 
management of an industrial undertaking may, with the previous* 
approval of the Central Government, make an application to any 
oourt having jurisdiction in this behalf for the purpose of cancelling* 
or varying any contract or agreement entered into, at any time before* 
the Issue of the notified order under section 18A, between the Indus- 
trial undertaking and any other person and the court may, if satisfied' 
after due inquiry that such contract or agreement had been entered 
Into in bad faith and is detrimental to the interests of the Industrial 
undertaking, make on order cancelling or varying (either uncondition- 
ally or subject to such conditions as it may think fit to impose) that 
contract or agreement, and the contract or agreement shall have effect* 
accordingly. 

18D. No right to compensation for termination of office or con- 
tract — Notwithstanding anything contained in any law for the time 
being in force, no person who ceases to hold any office by reason of 
the provisions contained in clause (a) of section I8B, or whose contract 
of management is terminated by reason of the provisions contained in 
clause (b) of that section, shall be entitled to imv compensation for the 
loss of office or for the premature termination of his contract of manage- 
ment : 

Provided that nothing contained in this section shall affect the 
right of anv such person to recover from the industrial undertaking 
moneys recoverable otherwise than by way of such compensation. 
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18E. Application of Act VII of 1913. — (I) Where the management 
of an industrial undertaking, beinR a company as defined in the Indian 
Companies Act, 1918 fVII of 1918), is taken over by the Central" 
Government, then, notwithstanding anything contained in the said? 
Act or in the memorandum or articles of association of such undertak- 
ing — 


(a) it shall not be lawful for the shareholders of such under- 
taking or any other person to nominate or appoint any person to- 
be a director of the undertaking; 

(b) no resolution passed at any meeting of the shareholders 
of such undertaking shall be given effect to unless approved by 
the Central Government ; 

(a) no proceeding for the winding up of such undertaking or* 
for the appointment of a receiver in respect thereof shal] lie in any 
court except with the consent of the Central Government. 

(0) Subject to the provisions contained in sub-section (1), and to 
the other provisions contained in this Act and subject to such other 
exceptions, restrictions and limitations, if any, as the Central Govern- 
ment may, by notification in the Official Gazette, specify in this behalf, 
the Indian Companies Act, 1913 (VII of 1918), Bhall continue to apply 
to such undertaking in the same manner as it applied thereto before 
the issue of the notified order under section 18A. 

18F. Power of Central Government to oancel notified order under 
section 18A. — If at any time it appears to the Central Government on 
the application of the owner of the industrial undertaking or otherwise 
that the purpose of the order made under section 18A has been fulfilled' 
or that for any other reason it is not neoessary that the order should 
remain in force, the Central Government may, by notified order, 
oancel such order and on the cancellation of any such order the- 
management or the oontrol, as the case may be, of the industrial) 
undertaking shall vest in the owner of the undertaking. 

CHAPTER m-B 

Control of supplv, distribution, pbich, etc., of certain articles 

18G. Power to control supply, distribution, price, etc,, of oertain 
articles. — (J) The Central Government, so far as it appears to it to 
be neoessary or expedient for securing the equitable distribution and 
availability at fair prices of any article or class of articles relatable to 
any scheduled industry, may, notwithstanding anything contained in 
any other provision of this Act, by notified order, provide for regu- 
lating the supply and distribution thereof and trade and commerce 
therein. 

(2) Without prejudice to the generality of the powers conferred- 
by sub-section (Z), a notified order made thereunder may provide — 

(a) for controlling the prices at which any such article or olass- 
thereof may be bought or sold; 

(b) for regulating by licences, permits or otherwise the distri- 
bution, transport, disposal, acquisition, possession, use or consump- 
tion of any such artiole or class thereof; 
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(c) for prohibiting the withholding from sale of any sm * 
article or class thereof ordinarily kept for sale; 

(it) for requiring any person holding stock of any such article 
or class thereof to sell the whole or a specified part of the stock 
****to such persons or class of persons and in suoh circumstances 
as may be specified in the order; 

(c) for regulating or prohibiting any class of commercial or 
financial transactions relating to such article or olaBS thereof which 
in the opinion of the authority making the order are, or if unre- 
gulated are likely to be, detrimental to publio interest; 

(fj for requiring persons engaged in the distribution and trade 
and commerce in any such article or class thereof to mark the 
artioles exposed or intended for sale with the sale price or to ex- 
hibit at some easily accessible place on the premises the pyge-lista 
of articles held for sale and also to similarly exhibit on the Aral 
day of every month, or at such other time as may be prescribed, 
a statement of the total quantities of any such articles in stock £ 

(ff) for collecting any information cr statistics with a view to 
regulating or prohibiting any of the aforesaid matters; and 

(h) for any incidental or supplementary matters, Inoluding, 
in particular, the grant or issue of licences, permits or other docu- 
ments and the charging of fees therefor. 

(3) Where, in pursuance of any order made with reference to clause 
(d) of sub-section (8), any person sells the whole or a specified pari 
of the stock of any articles or class thereof, there shall be paid to him 
the price therefor — 

(a) where the price can be fixed by agreement, the prioe so 
agreed upon; 

(b) where no such agreement can be reached the prioe calcu- 
lated with reference to the controlled price, if any, fixed under this 
seotion ; 

(o) where neither clause (a) nor clause (b) applies, the prica 
calculated at the market rate prevailing in the locality ai the 

date of sale. 

(4) No order made in exercise of any power conferred by this 
section shall be called in question in any court. 


(5) W.here an order purports to have been made and signed by 
an authority in exercise of any power conferred by this seotion, a oourl 
shall, within the meaning of the Indian Evidence Act, 1872 (I of 1872J, 
presume that such order was so made by that authority. 


Explanation . — In this section, the expression ‘article or class of 
articles’ relatable to anv scheduled industry includes any article or 
class of artioles imported into India which is of the same nature or des- 
cription as the article or class of articles manufactured or produced Itf 
the scheduled industry". 
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14. Substitution of new section for section 23 in Aot LXV of 1961. — 

for section 28 of the principal Act, the following section shall be substi- 
tuted, namely; — • 

“23. Decision of Central Government final respecting certain 
matters. — If, for the purposes of this Act, any question arises sb to 

whether — 

(a) there has been a substantial expansion of an industrial 
undertaking, or 

( b ) an industrial undertaking is producing or manufacturing 

any new article, 

the decision of the Central Government thereon Bball be final.” 

16. Amendment of section 24, Act LXV of 1961. — For sub section ( 1 ) of 

section" 24 of the principal Act, the following suh-section shall be substi- 
tuted, namely; — 

"(l) If any person contravenes or attempts to contravene or abets 
the contravention of — 

(i) the provisions of sub-section (I) of section 10 or of sub- 
section (I) of section 11 or of section 11A or of sub-section (I) of 
section 18, ar 

(it) any direction Issued under section 16 or sub-section (3) of 
section 18B, or 

{iit) any order made under section 18G, or 

(tv) any rule the contravention of which is made punishable 
under this section, 

he shall be punishable with imprisonment which may extend to six 
months, or with fine which may extend to five thousand rupees, or with 
both, and, in the case of a continuing contravention, with an additional 
fine which may extend to five hundred rupees for every day during 
which Buoh contravention continues after conviction for the first such 
contravention.”. 

16. Insertion of new section 24 A in Act LXV ol 1961 — After section 
124 of the principal Aot, the following section shall be inserted, namely; — 

“24A. Penalty for false statements. — If any person, — 

(a) when required by this Act or by any order under this 
Act to make any statement or furnish any information, makes any 
statement or furnishes any information which is false in any 
material particular and which he knows or has reasonable cause to 
believe to be false or does not believe to be true; or 

(t>) makes any such statement as aforesaid in any book, 
account, record, declaration, return or other document which he is 
required by any order made under thiB Act to maintain or furnish; 

ho shall be punishable with Imprisonment which may extend to three 
months, or with fine which, may extend to two thousand rupees, or 
with both. ‘ ’. 
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17. Substitution ol new sections for sections 25, 26, 27, 28 an^ 29 in 

Act LXV ol 1951.- — For sections 25, 2Q, 27, 28 and 29 of the principal Aot, 
the following Peotions shill be substituted, namely: — 

“25. 1)' legation of powers. — (I) The Central Government may, 
by notified order, direct that any power exercisable by it under this 
Act (other than the power given to it by sections 16 and 18A) shall, in 
relation to such matters and subject to such conditions, if any, as may 
be specified in the direction, he exercisable also by such offioer or 
authority (including in the said expressions any Development Counoil, 
State Government or ollicer or authority subor iinate to the Central 
Government) as may be specified in the direction. 

(2) Any power exercisable by a State Government by virtue of a 
direction under sub-seotion (1) may, unless otherwise provided in auch 
direction, be exercised also by such officer or authority subordinate to 
that State Government as it may, by notified order, specify in this 
behalf. 

26. Power to issue directions. — The Central Government may give 
directions to any State Government as to the carrying into execution 
in the State of any of the provisions of this Act or of any order or 
direction mode thereunder. 

27. Cognizance of offences. — No court shall take cognizance of 
any offence punishable under this Act except on a report in writing of 
the facts constituting such offence made by a person who is a- public 
servant as defined in section 21 of the Indian Penal Code (Act LXV 
of 1860). 

28. Burden of proof in certain cases. — Where any person Is pro- 
secuted for contravening any order made under section 18G whiob 
prohibits him from doing an aot or being in possession of a thing with- 
out lawful authority or without a permit, licence or other dooument. 
the burden of proving that he has suoh authority, permit, licence or 
other document shall be on him. 

29. Jurisdiction of courts. — (1) Subject to the provisions of sub- 
seotion (2), no court inferior to that of a presidenoy magistrate or a magis- 
trate of the first olass shall try any offence punishable under this Act. 

(2) Any magistrate or bench of magistrates empowered, for the 
time being, to try in a summary way the offences specified in sub-sec- 
tion (I) of section 260 of the Code of Criminal Procedure, 1898 (V of 
1898), may, on application in this behalf being made by the prosecu- 
tion, try, in accordance with the provisions contained in sections 262 
to 265 of the said Code any offeDce which consists of a contravention of 
an order made under section 18G. 

29A, Special provision regarding fines. — Notwithstanding anything 
contained in section 82 of the Code of Criminal Procedure, 1898 (V of 
1898), it shall be lawful for any magistrate of the first class and for 
any presidency magistrate to pass a sentence o( fine exceeding one 
thousand rupees on anv person convicted of any offence under this 
Aot. 

29B. Power to exempt in special cases. — If the Central Govern- 
ment is of opinion, having regard to the smallness of the number 
of workers employed or to the amount invested in any industrial un- 
dertaking or to the desirability of encouraging small undertakings ge- 
nerally or to the stage of development of any scheduled 
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industry, that it would not be in public interest to apply all or 
any of the provisions of this Act thereto, it may, by notification In 
the Official Gazette, exempt, subject to such conditions as it may think 
fit to impose, any industrial undertaking or class of industrial undertak- 
ings or any scheduled industry or class of scheduled industries as it 
may specify in the notification from the operation of all or any of the 
provisions of this Act or of any rule or order made thereunder. 

290. Protection of action taken under the Act. — (I) No suit, pro- 
secution or other legal proceeding shall lie against any person for any- 
thing which is in good faith dona or intended to be done under this 
Act or any rule or order made thereunder. 

^2) No suit or other legal proceeding shall lie against the Govern- 
ment for any damage caused or likely to be caused by anything which 
is in good faith done or intended to be done in pursuance of this Act or 
any rule or order made thereunder. 

18. Amendment of fleotion 80, Act L2CV of 1951. — In section 80 of the 
principa' Aot, in sub -section (9), in clause (j) for the words and figures 
"section 11 or section 13’, the words, letter and figures ‘seotion 11, section 
11A or section 13" shall be substituted. 

19. Amendment of First Schedule, Aot LXV of 1951.— Iu the Firs? 
Schedule to the principal Aot, — 

(a) (i) for item (5), the following items shall be substituted, 
namely: — 

“(5) Mathematical, surveying, and drawing * * • In- 

struments ; 

(5 A) Scientific instruments. ” ; 

(it) for item (10), the following item shall be substituted, namely : — - 
"(10) textiles— 

(a) made wholly or in part of cotton, including cotton 
yam, hosiery and rope, 

(b) made wholly or in part of jute, including jute yam, 
twine and rope, 

(o) made of wool, including woollen yam, hosiery, carpets 
and druggets, 

(d) made of silk, 

(e) made of artificial silk, including artificial silk yam, 

(f) made wholly or in part of staple fibre.”; 

(tit) for item (11), the following items shall be substituted, 
namely : — 

"(11) Automobiles. 

(11 A) Tractors.”; 

(tu) for item (18), the following items shall be substituted, 
namely: — 

"(18) Electric lamps. 

(18A) Electric fans.”; 
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(v) for items (16) and (17), the following items shall bo substituted^ 
namely: — 

"(16) Machinery used in industries including boilers ami 
steam generating equipment. 

(16A) Ball, roller and tapered bearings, 

(17) Locomotives. 

(17A) Bolling stock."; 

(ri) to item (20), the following words shall be added at the end, 
namely: — 

‘‘and semi-manufactures thereof”; 

(aii) in item (21), for the words ‘and paper board’, the words 'paper 
board and straw board* shall be substituted; 

(a iii) for items (25), (26) and (27), the following items shall bsr 
substituted, namely: — 

‘‘(25) Leather, leather goods and pickers. 

(26) Glue and gelatin*”; 

(27) Vanaspati ; 

(27 A) Vegetable oils.”; 

(hr.) in item (30), the words ‘and parts thereof shall be omitted? 

(x) for items (35) and (36), the following items shall be substitu- 
ted, namely 

‘‘(85) Sewing machines. 

(85A) Knitting machines. 

(86) Small tools. 

(80 A) Hand tools."; 

(xi) after item (37), the following items shall be inserted# 
namely : — 

"(38) Dye-stuffs. 

(80) Soap. 

(40) Other toilet requisites. 

(41) Plywood. 

(42) Ferro-manganese. 

(6) the following “Explanations” shall be added at the eod T 
namely : — 

" Explanation 1 . — In item (4), ‘Iron and steel’ shall Include 
any manufactured product of iron and steel. 

Explanation 2 . — In items (1), (7), (9), (11), (11A), (13), 
(13 A), (17), (17A), (29), (80), (82), (33), (84), (35), (35A), (36) and 
(80A), the articles specified therein shall include each of thoir 
component parts and accessories also.” 


M. N. KATJIJ, 
Secretary* 
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